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INTRODUCTION

Trump Plaza Associates ("Plana'*) has applied to the Casino

Control Commission ("Commission") for reruivisl of it£i plenary

casino license for a four-yeia.r peniod. In order to have its

license renewed, Plasia must itieeti, amonp cd'.h'BX things-, the

requirements of Section 84(a) of i;he Ca-slno Control Act ("Act")

by presenting clear and convinciim,! evlc.erca of Its ilnancial

statiility and responsibility.

As illustrated in Appendix thrcugh. a satins of

transactions finalized on June 1,2, 1995, Flir/a necame

beneficially-owned by Trump Hote.U & Casir.o Rea:irta, Inc. ("Trump

Resorts"). Trtnnp Resorts was created to prinrida funds to expand

Plaza’s operations in Atlantic City, as well, aa to pursue gaming

opportunities in emerging jurisdictions. Trump Resorts is a

publicly-traded entity owned 60.0? by stocklioldure and 40.0% by

Donald J. Trump.

Pursuant to Section 85(d) of the Act, iiity lioldiag company of

an applicant for a casino licansEi nust also cTjiiiify under the

standards of Section 84(a). Accor ding I/,, rrtmp Resorts must meet

the standards of Section 84(a) of the Art. Since Mr. Trump

"In Ihe TUCi for ouaUty, t’r ere is no finish ‘
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maintains a 40.0% interest mi Truftp RaiJCnMgi, I'.e must meet the

financial stability requirementu Sact.ior, 8!( of the Act.

Through an initial pubJ.ic offering o:f conn on stock ("Common

Stock") consummated on June 12, 1)95, the ealo of a 60.0%

ownership Interest in Trump Jiesor :.s yreldiic. grcss proceeds of

approximately $140.0 million. Concurrent >ith the Common Stock

offering, an affiliate of Tiiump Ruaorte ius-ued $155.0 million

principal amount of senior gificuired notes i. 'Trurrp Resiorts

Notes'').^ Since the issuanc;?! ol: :he Corrunor Stock and Trump

Resorts Notes (together, "Ol'lerimis" ) v»ii:i have a material impact

on the corporate structure 6x4 opnrationei cf i’laza, the

Commission requested a full financial rev:.«v' of Plasia and Trxunp

Resorts from the Financial Evaluation Unit in conjunction with

Plaza’s license renewal hearing snhediJec: to coamance on June 22,

1995. With respect to Mr. Irucif*, a full jcview of his financial

stability is contained in report s filec; by the Oivieion of Gaming

Enforcement ("Division") on Karch 1, 1595 and Jane 12, 1995.

This report summarizes the financial iitpeicU of the Offerings

lind analyzes the financial stability cf Plaisa and Trump Resorts

through the upcoming licensure period, with paxk;ii;ular emphasis

on Plaza's ability to remain in ccmpliance witti the financial

stability regulations contained Lr N . J , A . (!h 19 : 13 -- 4 . 2 (b) 1-5 .

This report is based on informaticn ccntaini^d 1:'.. the second

amended pre-effective Form S-1 filed with the 3;curities and

1 On June 5, 1995, Plaza and Tiump Rescrlis obtained the

necessary Commission rullngu to consumnata the issuance of

the Common Stock and Trump Resorts Not!! a.
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Exchange Conuniasion ("S-1") ireg.jrJing the Of fiiu ings dated June 1,

1995, as well as forecasted ifinanjial .Inforna-: d on provided by

Trump management. We have ujidate i all c 1 intorraation

contained in this report to refleit the act.ua;i transiactions that

occurred on slune 12 , 1995.

SUMMARY OF THE OFFERINGS

Sources and Uses of Catih

The sources and forecasited unes oJ: cash from the Offerings

consummated on June 12, 199£' arc. ,lluiii1'.r«i1;e d be.low.

Tpxw HOTEii; i ca;)[N) resows, nc,
SOURCES AND USES 01 aSH !«: ,ATEP TC lEE C.ir:SK:;KU.S Table I

($ ir.r<ill:oni)

Source!!

Trump Resorts Notes Proceeds $155.0

Coaaon Stock Proceeds 140. (i

Total Sources of Cash $295.0

Uses

Plara Eitpansicm Dedicated Fufld') $122.5

Redeisption of Payin^t*in-KiDd Rotes (
PIK Net's") 96,1

Gary Riverboat D^icated Funds 34.0

1-Yaar Interest Reserve for Truap F(!B< rts Net's 24.2

Transaction Costs 22.5

Available Cash for Trusp Resori:s 2.5

Loan to Mr, Truap 3.0

Total Uses of Cash $215.0

With the proceeds from the Offerings, Trumi? Rnsorts intends

to, among other things, expand Fltisa's opiara ;:i.oni; in Atlantic

City, enter the riverboat gaming industry in Cia.ry, Indiaira ("Gary

Project"), redeem existing inijabtridness relai.eW i.o Plaza, and
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maintain a one-year interest resiir foir thci Ti:vjnp Resorts Notes.

A brief description of each projncied use of c<isli is contained

herein.

Plaza Expansion Plans

In conjunction with the Offor nga, $i::2.7 million in proceeds

will be placed in a dedicated account by Trump Resorts and

downs treair.ed to Plaza via capital contributions. t:o fund

construction costs related to the i ofurtiisliment Eind integration of

the former Holiday Inn ("East Toi\iai") srd t.he a.c ijuisition and

refurbishment of the Trump Regency ("West Tower"). The $122.7

million in dedicated funds is com]?! ised of $:i07.5. million

earmarked for the West Tower and nil! ion eirmarked for the

East Tower.

Since September 1994, Plaza lies been re;'iova:ing and

integrating the East Tower located adjacent t:c> ;i ;s facility. When

completed, the East Tower will provide 15,00':i sipiare feet of

gaming space containing 400 slot machines and Id table games, as

well as 349 hotel rooms. It is currently an",i cipat.ed that an

initial 150 hotel rooms will be available to the public in October

1995, with approximately 50 ailditional rooms cpunirg each month

thereafter through the first ipjartec of 1996. The 15,000 square

feet of gaming space is expected to open :.n ]'abri.,ary 1996.

With respect to the West Tow>;r, Plara nliil.ijad $'58.2 million

in dedicated funds to purchase the \/est Tov/.ar pi.,i;3uan': to an

option agreement on June 12, ;.995 , Plaza eu.3reut ly intend-s to

operate the West Tower as a 500-r<?o:a non-'canlno hotel until late
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September 1995. Subsequently, the West Touer v.i.Ll be refurbished

and is expected to be reopenciCi with 40,0C0 squcire feet of gaming

space in March 1996. Since nis.nacienent believes that the most

profitable use of the West Tcwer in as on "ir.tcigratec; facility

with Plaza, the West Tower will be connected to Plazai through the

"Loggia" in the Atlantic City Conventior, Center.

Ultimately, the completion of the Fast tower and West Tower

projects is expected to increase c<sino floor space from 73,000

square feet currently maintained by Plaza to 133,000 square feet

maintained by Plaza, the East Towei , and the Wesc ,.ov.er. In

addition, the room base is expectec to increase from 555 rooms to

1,404 rooms. The location of the casino flo:>r aiiace, table games,

slot machines, and hotel rooms is summarized beli;w.

TKlIjl' PLA2A ilSS0CIA'.'£;3

combined Clf.IHO m pooh S'.'A'f3:Syn:S Table II

Tnrap ForfeCi-Slcd at Mgj'c i 3 1, 1)96

Plaia

4/30/95 P] 3za

lest

I'O'imr Total

Casino Square Footage 73,000 ?8,D00 l!i,000 10,000 133,000

Slot Machines 2,325 2,100 450 1,500 4,300

Table Casies 96 123 13 30 156

Hotel Rooms 555 >55 ‘19 too 3,404

In the aggregate, mamagiuaent astimalnas th.iit. it will coat

approximately $143.0 million to (:onplet'3 Eii.s t Tower and West

Tower projects, of which, appiroxlm itely ^>10.0 mi llioi is expected

to be satisfied through leases o:: slot inechi nei; ,
leaving

approximately $133.0 million i.n ex >end:L-:uri;.£i t<; be funded. Under

the terms of the Offerings, I'l.aza .s rft<iVii)red i:c uti.Uze all
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available cash flows to fund Eant Town;: aiKl West Toiler

expenditures prior to obtairi3.n<g f inds ifrom Trcirp Resiorts.

Therefore, despite having ac;cest> :o aiilll.Lon ;.n dedicated

funds, Plaza only forecasts r.eeding $102.4 :nti!.llon ('rom Trump

Resorts to complete these picjectii by Ma.iuh 31, 199fi. Thus,

Plaza expects to utilize appioxlnuitely $2 :. ,C niilliori of

internally generated funds tc conjilete the Z.aait Toweir and West

Tower projects. Upon complet ior. <if th€i project'i, ary remaining

funds in the dedicated account (f.;0,3 BiiJllon btiaad on Plaza's

forecasts) will be available to Ti ump Feac'r':s f:ir working capital

purposes

.

. Gary, Indiana Riverboat G<ui ing Project

Trump Indiana, Inc., a subaiLciary of Trum;? Resorts formerly

owned by Mr. Trump, has received i-ite appro.'al and a Certificate

of Suitability to develop a ri'/erl:odt gajDin'.i p;:nject in Gary,

Indiana, which is approximately miles southtjust of downtown

Chicago. The first phase of the Gary Project rLucludes the

construction of a riveraoat cont!iining apprc'-.cinutely 33,000

square feet of gaming space with 1,300 s.lot iiia::hir..es and 56 table

games, the acquisJ cion of land, Jind initial berthing and support

facilities. Thsa phaise' of tJuj G.s.r^ Projoct. is expected to cost

$59.0 million and commence op<irat:i 5ns in 'tiie fiist quarter of

1996. To f'ond initial develo])ment , Trumi> ..^eso;! t s exi.jects to

obtain $3i.O million from the Offerings cirni $2!:,0 million in

financing, which has yet to be olit lined

Upon commencement of gaming oneratconi;, the Gary Project is

expected to generate the necs!<sary funciii l;o satisfy ^ill of its
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operdtinq and capital needs viitlio it reiiyinct oi) Trump Resorts or

incumnq additional indebtoclnefis inc;,ud.\rg {>94.0 million in

capita', expenditures for thei rena ning plin.«es ct' de\'elopiT.ent

,

consisting of the following:

.. $46.0 million Tot construction ot ci hoteJ facility and
other amenities expec:t(id to op'nn in 1.9 98

.. $27.0 million for a lai.d-based p.5'/ilioii, restaurant
facilities./ berthing .and sv.E'pcrt facllLties, and
expanded parking, whl.ali is expected; to be completed by
raid-1997

.. $21.0 million for inf structur e ini? coven ents during
the Initial 5-year lictnse term

. Redemption of PIK Notes

In conjunction with a recapit alizaticn of Its financial

obligations in 1993, Trump Plaza Holding As iioc bates ("Plaza

Holding") issued $60.0 milliDn principal amount of PIK Notes.

Debt service on the PIK Notes could be sati ii;lit‘(l Ciither in cash

or additional PIK Notes. Since E'laza Hcldlrict d; d not access the

necessary funds from Plaza to sat:i3fy PIK N(',>tet> interest payments

in cash, the principal amount of the PliC No':.es grew to its

current balance of $86.1 million, fthich inci.udrui the exercise of

$12.0 million in PIK Notes watra^-.its on Apxi;. 2!i, 199:5 and accrued

interest. Through the Offer;ings, the PCK .'Joteiii will be redeemed.

, 1-Year Interest Reseir^^e :(or the TroDip I'lfscrtu Notes

The interest rate on the $1!>5.0 miillr.or. principal amount of

Trump Resorts Notes due 2005 is ;.5.5%, wbicl. rustjlts in annual

interest obligations of $24. (i mi:.l .on. Stini-annual interest

payments of $12.0 million will, be ])ayab;.e :ix. DeiCHimber and June of
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each year, commencing Decemlxir :i9)5. Tn Ughv of the time

necessary to complete the Ea£it '’’ower ancl West lower projects, the

first two interest payments clue in Dec(!nil>i}!: liiSi) and June 1996

will be funded through escrcivied p-oceecls the Offerings.

Effectively, Trump Resorts viill not be recjuired to satisfy

interest obligations on the Trump Resortsi Motes until December

1996,

Other Uses of Cash

After transaction costs of ajproximately $212.5 million and a

$3.0 million loan to Mr. Trump, r<flectinc ceit:iin expenses of

the Gary Project funded by Mr. Trunp prior' to tie Offerings,

approximately $2.5 million will l3€ utilized to provide initial

working capital for Trump Resorts. Manageraimt lielieves that

these remaining funds, in conjunction with the .Jbility of Trump

Resorts to obtain administrative expenses from lUaza, should

enable Trump Resorts to meet its corporate ::aB,h needs, except for

interest payments on the Trunp Resorts Moteiii. In order for

Plaza to fund the administrative expense.^ o:l: Tcump Resorts

w.thout prior Commission appcova]., the axtaiing upstreaming

condition, if relmposed, must be modified.)

Long-Term Debt erad Stoc!<hol :'!e ra* S Tuit!r

As a result of the issuance oE the ’i.’rjnp acrts Notes

and the Common Stock, Trump Heao:ct 3 ’ long- term c'.ebt and

stockholders' equity will incireaue, as L ]. I'iSitrii.t ad on the

following page.
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TfiUKP Ron:LS i cisino ik.
PRO-FORMA L0KG-nJ« C13' AND STOCOiCLt.SfS' E^UirY

AS OF MAICIJI, I9'15 Table III
”

($ ir 1 illionsTi

Ii 5?ac'; :f

JcbaL C.'ij^.n js Pro-Forma

Trump Plaza Debt Obligations:

Mortgage Notes $33C.O 'i
• $330.0

Equipment Financing 1.2 10 0 (ii) 12.2

Other 3.8 • 2.8

PIK Notes 86.4 (b) ;86.4| (c) -

Senior Notes • 155,0 (c) 155.0

Gary Project Financing — [<!) _25.0

Total m.L $525.0

Stockholders' Equity HIM. (c) $ 50,2

(a) Aesujnes Pla-a enters into the intlciiuticl slors8 chini''.[e<isiii5 end ihe Gary

Project acquired its finesncing oi Kai::h 31, 1995

(b) Includes the exercise of $12,0 ailliin ,r. FIX Notes Hircaiiti on April 26, 1995

(ci Reflects the redemption Of the PIK No:ei and the isnu.ir.ce oi the Tiuirip Resorts
Notes in conjunction with the (fferiii.js

(d) Reflects the issuance of $140. C nillior in Common ;3‘:oi:k, Isni $14. ( nillion in

issuance costs and $12,2 nilllcn for exercise o:: tte i'li Notes warrants

As shown in Table III, Trurt.]? Resorts' long -term debt would

have increased $103.6 million, o;r 24.6?, to S52:.0 million on a

pro-forma basis at March 31, 199!j primarily as a. result of the

issuance of the Trump Resorts Notf. s and the fint Lci.pated Gary

Project financing, partially offset by t.he fep.i;.'ment of the PIK

Notes. Meanwhile, the issuance of Common St:oc;c would have

converted Trump Resorts' stocicholders ' diafi.;:it of $63.6 million

into equity of $50.2 million on a pro-for:na ban: s at March 31,

1995.

Hanagement of Trump Reso :rts

Subsequent to the Offer:ings, Mr. Trump wi).] serve as

Chairman of the Board of Diroctoics of T:rum;? Rei-ic rta pursuant to

an executive agreement ("Executive Agreonwjul;"
) uith '.Irump Hotel &
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Casino Resorts Holdings, Inc, ( "Trump lio.l 3;.ng.!i' ) . Under the

terms of the Executive Agreonent, Mr. Trump will provide

marketing, advertising, pronoticnil and other services for Trump

Resorts. In consideration tor hi j services., Mi. Trump will

receive a salary of Sl.O miUion ;>er yucor lor en initial term of

five years. Thereafter, the Executive Agire ement shall remain in

effect for a rolling three-year turra a1; It. .0 million per year

until either Mr. Trump or Tixjnp Rusortn provides notiice to the

other of their desire not to extend th€i t<irin, in which case the

term of the Executive Agreement w; 11 erid three ye.ars; from the

date of notification.

Notwithstanding Mr. Trump's Ixecutivo ihjrB -ifnent with Trump

Resorts, Plaza and Trump Plaza K.as agemient Coirp'. ( 'TPMC), a

wholly-owned subsidiary of Mr. Trinip, maintain .?i services

agreement ("Services Agreement") £ursuant to wuich TPMC provides

marketing, advertising, promotioncl and othiir -services to Plaza.

In consideration of these servic<‘s. Plaza piiys TPMC $1.0 million

per year, along with reasonable out of pock'iit; expenses. However,

payments under the Services Agreement are currently pledged to

secure lease payments for a heliccpter that TPUC makes available

to Plaza.

It is currently contemplate.:; that tins iitocJ: cf TPMC will be

transferred by Mr. Trump to Tirurm:. ioldi;igj3, which will assume the

helicopter lease, as well as l>eccjTis entlt:Ls<l to arrounts payable

under the Services Agreement , The teria c>;f 1;he Services Agreement

is coexistent with Plaza's mciirtgag 5 noti,>iSi. Additionally, Mr.

Trump will retain the right to control the jiian<ic sment and
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services of Plaza for as lomj ai, '^r. Tawup beneficially owns

20.0% or more of the voting j^owijr of Trump He:iicrts and no other

holder beneficially owns a greater pex-oen t^ige cf such voting

power

.

FORECASTS AND ANALYSIS

Plaza Forecasts

Introduction

Plaza's forecasts for the three yoarjt encliag De-cember 31,

1997 contain certain anticipstocl lutperiF.e siavirigs by operating

Plaza and the West Tower as an ini.egrdted facility, as well as

benefits derived from maintaining a "Flazsi" thene throughout the

entire facility. However, since i laza anc, the »fei5t Tower

(pending Commission approval) wit) maintain two separate casino

licenses, each may be required to maintain uop3.'ai:e financial and

accounting records, as well as maintain their operational

independence from each other. It. Is ant ici:;>atoii that Plaza

and/or the West Tower will petitren the Comjiiis:j..oi'i to combine as

many of the operations and financial recordii! an pcissible. Based

on the outcome of that petition, if filed, certain cost savings

anticipated by management as •% reisult of opiiaair.nc; Flaza and the

West Tower as an integrated facility ma/ no'; bn achieved.

, Forecasted Operating Results

Management's forecasts assvure the fol Lciwir.c opening dates

for the East Tower and West Tower projects, as well as the

expansion to its existing fa<::.lii:y;
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October 1995 - lijo roous in the Eafil: low'sr, with an
additional 50 pe.r mo:"it5 cornpiLe tnd l:}.rcugh the first
quarter of 1996 ;:349 i:i total).

.. February 1996 - !).,00 l aquara f set ol gam ing space in
Plaza's existing ifacilLty cont a i.niric- 17 :able games
and 75 slot machines

. . February 1996 - OQO squa;:?! feet cf gaining .space in
the East Tower contain l.ng i:j t.ible!i games and 349 slot
machines.

. . March 1996 - 500 rooms in (r.3ie i/cat Tower with a 40,000
square-foot casino floor cont;<i Lr.ing 30 table games and
1,500 slot machines.

It is clear based on tlifi qroos opur citing profit ("GOP")

levels contained in the tablci below that nanacjement expects the

East Tower and West Tower pi'ojec:t!i to be e.>i tremely auccessful.

TRUMP PJiZA ,IS;0CIATI:5 (a)

GOP A'tD GO.? lARGIN

FOR THE FOUR WR i FMIUK ; DECEtiS ER 3:., VJ9'’ Tiible IV

(1 in Mi il ons)

Net Revenue

Costs acd Expenses

GOP (b)

!-Il. 1997

<;!9: ,9

::3i .2

GOP Kargin (c) iiZI

(a) Includes the Bast To»?er U;d Vest fcweF'

(b) GOP reflects incoirie before depie;iatiori. ancitiiiatldn, interest,

charges from jiffiliates, snd t!x<s.

(c) Reflects GOP as a percentage of tat revai.ue, kiii.ch ;s a neasjre of

efficiency.

Reflecting the a.nticlpated licnefilcs of th>! East Tower and

West Tower projects, Plaza fov'ec-.sts avarayii a:;inucd net revenue

growth of throutjh 1997., frcm for 1994 to

for 1997. Of fjoucsa, Pl.asia'iii mor t dramatic net

i
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revenue improvement of is a itici.pat ad fo)' 199i3, which

reflects, among other thingn, tl'.e antloipit.ed coirplotion of the

West Tower and East Tower projects by March 3i ,
199(>.

In addition to the forecaste 1 net revoriuc improvements,

Plaza anticipates improving ita cost om-tip to net revenue,

due in part to the addition of L, )00 slot nactines, which are

less labor Intensive than teJt»le g^unes. Accordingly, Plaza

forecasts improveinents in it.s. OOP Margin, ftom for 1994 to

for 1997, The forecasted not rcc'exiue growth, in

conjunction with anticipated imETOvemcnts. in Plaza's. GOP Margin,

translates into forecasted GCP increai-.oa of^ and

for 1995, 1996, and 1997, .c< spect ivoly . 'is a result, Plaza

expects its GOP to grow an average of per y(-sar , from $63.7

million for 1994 toi br for 1997,

. Forecasted Cash Flows

Through March 31, 1996, Plaza will be xulyLng on Trump

Resorts to satisfy its substantia;', capital r'ic[ul:renents related to

the East Tower and West Tower projects. iSubiiiequiintly , however,

Plaza expects to be a major cash generator for Trump Resorts.

Under the terms of its mortgage nc>tes indenture Plaza cannot

upstream funds ("Restricted P,a;fment3" ) to a i;i.5iri)ut company or

affiliate, unless it meets a fixed charge co’ieriige ratio

("Coverage Ratio") of 1.75 to 1. In sirapile v.ernn, th <2 Coverage

Ratio is calculated as Plaza'is adjusted OOP, di-id ded by its fixed

charges, which for Plaza consists of ini'sreal; obligations and

lease obligations. Upon the ]r<ideitp:ion -of the IIT'-K Notes in

conjunction with the Offeringn, Piasa would havt- .achieved a



JUN-14-3S 11.22 FROM- CCC FINANCIAL 1 D F 0::K -113 5 VB PAG E 1 7

Coverage Ratio of 1.67 to 1 on a pro-forma liasts for the twelve

months ended March 31, 1395. Although l’],a:jc; fiMOcasts exceeding

the 1.75 to 1 Coverage Ratio cortuoe; icing in 5;epi;€iaber 1995, Plaza

does not forecast funding Resit.r Lot id PaynientK i;c Trunp Resorts

To demonstrate Plaza's xelxcinue on Trim'p Resorts through

and the suhseqt.ent. upstmani.'.ng of Rsst:ricted

Payments, the following table dot;a; Is Plaza's f orecas-.ted cash

flows for the three years ending :D(iceml:ior 31, 1997, u'hich we have

divided at March 31, 1996 for pre;3< ntati on pu::po:iG;3 .

TRUHP ;>L7Z/. Aj SOClAlEi (,j

FORECASTED SOWCE: AND tSSS 01' illlEiH

FOR THE THREE y)'AR$ IJH IN6 DECiliBia: ll, \)V! Taijle V

1$ in

Sources of Cash:

Operating Cash Flows

CRDA Funding

Total

Uses of Cash:

Capital Expenditures

CRDA Obligations

Other

Total

Cash Flow Surplus (Deficit)

Capital Contributions

Restricted Paysents

Increase in Cash

Beginning Cash Balance

Ending Cash Balance

For the I'iie

Quarters liming

i^or the Sev >n

Quarters E'nd..n
5

'

for the Three

years Ending

12/31/97

(a) Includes the East Tcrver and Vf-ist Tower



n illustrated in the preceding table,
As illus conjunction

.h flows and other sources of cash, m
operating cae

contributions from Trump Resorts,

... *102 4 million m capital con

”
ted to be sufficient to fund forecasted capital

"
Tdlt res Of n«.S million for tbe five guarters ending

r <P—V reflecting tbe East Tower and West

nn well as Plata's other cash needs. Asa

Tower project
),

o
increase In its cash

balance through March 31, 1995, to

ters ending December 31, 1997, Plaza

For the seven quarters enux y

__h flows and other sources of cash

expects its operating cash flows an
cash

^ cash requirements and generate a

'
. this period, Plata forecasts advancing a

During this pexxuu,
flow surplus.

Trump Resorts,

. in Restricted Payments to Trump

' - expected to be returned to Plata to

of which,
oemi -annual bond interest

help satisfy its o
Consequently,

iTT lune and December of each year,

payments due
Restricted Payments through

Plaza forecasts
pi;>*a's forecasted cash

w result in no change m Plaza s tor

1QQ7 whicli would r6SU
^

' - —

«

, . 1996 to December 31,

balance of

1991

.

. the East Tower expansion that is

one notable component of the

. fcTf^rasts is the purchase of tne

oot
^„„„„TUng the past Tower site

Tower site, m
ontion to purchase

.a+o Plaza maintains an option ro v

through lease agreeme
/ 1995 ,

for S27 0 million through June 30,

the East Tower for $27.
_ ^^plratlon on June 30,

c hv il 0 million annually unti P

increasing by »i*u
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i'998. While Plaza currently doi;s not ina.til'.ain the resources to

fund the East Tower purchast! am! vill not obt.^in tho funds

through the Offerings, it hcu) the ability to ircquiro $25.0

2
million in debt to fund the purchase oi: Eijs-: Tower site.

Under current casino license! cond.tionn, I’iaza is required to

exercise the purchase optiori euid acquire. (;t;B Ea.'jt Tower by

July 1, 1996. Additionally, Triim]i repi'esaui tatives indicated

that certain bank agreements pertainimj t.o H.r, TraitiEi executed on

June 12, 1995 are conditioned ueidh the purchase of t.he East Tower

site by June 30, 1996.

Gary Project Forecasts

In conjunction with the Offujings, Tru;np .n’nageraent prepared

forecasted financial statements ifc r the Gary Po^joct, which were

prepared on an annual basis for tie first five ;|ieara of

operations, assuming an opening dcte of Mar::h 3L, 1996.

Naturally, there are significant inherent u!'K;e.r:ainties with

regard to the Gary Project, since there is no operating history

related to the Gary market. -Additionally, whiiu certain

agreements have been entered Into, neither cicnutruct ion of the

vessel nor site development lias yet to comiuinc''!. Thus, any

delays in construction or tho ability to obtain financing could

negatively impact the planned opijnlng o.f too Giiiiy Project in the

first quarter of 1996.

2 Plaza's lease painnents I'or th j East Tower total
approximately $3.1 mjllj.cin ije r yeai:. -if a ;M5.0 million
loan was acquired to pui'chase the Hash: Tower at an interest
rate of 12.5%, the intei'sist oj>ligal;ioufi wcu'ld b(>. equivalent
to the current lease paimients



JUN-14-35 11:23 FROM: CCC FINANCIAL I D liOI. < 1 1 3 5','B PAGE 20

- -

Despite the foregoing uncertaintisj}, :it, :.a cle.ar that Trump

management expects the Gary Project to be (iuciKise fu L
, as

demonstrated in the table below.

TRUM? IH0IJW
,

INC.

GOP .UP GOf A..RCIN

FOR THi: FIVE FISCU YSA PS ENDING HAiKlfl 3:i,_2(iQI Table VI

($ in Hi ill 3118 )

GOP Margin

As shown above. Trump raanageirent, <ixpect,a this. Cary Project to

generate in GCF for the lircit twelve ironths of

operations, which is forecasted tC' grcv»’ tc^ for the

fifth year of operations. Based cn its fcreca 3 t.s, Trump

management believes that the Gary Project's (K)? wlII

consistently outperformj

The Gary Project is expected to generate the necessary

funds to address all of its operating and c.-ipitnl needs after

the initial $34.0 million ca:?ita]. contribution From the

Offerings and the $25.0 million i.n anticipaF.ed financing. In

this regard, the Gary Projec t expects to gg.i:;eriil:e

in operating cash flows through March 1393. These sources of

cash total are expect 3<! t<i be sufficient to

fund $113.0 million in capita.! e;<p sndifire s and $5.7 million in

pre-opening costs, as well an reisu It in a cash talanoe of^

at March 31, 1998. O.hiere ire no anI.icJ fated
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distributions to Truiinp Reso:rts fr?ra th3 Gai:v Pjoject through

March 1998, and based on it» fo:re:asted ca.uh bflancii, it appears

that the Gary Project will not i:e a siiurc'? of cash until at

least mid-1998, if at all.

Tryunp Regurts Forecasto c l Sou rces and L^i-iei; of Ca sh

Subsequent to the Of fei ingsi, Trum]> PUis- orts ' primary cash

need will be annual interest, obj.iqationa of appiroxiniately $24.0

million on the Trump Resorts Notien. .Smco the first: two

semi-annual interest payments wii:. be escroviscl ;.n conjunction

with the Offerings, Trump Resorts will not, oxpeE'i;nc;e material

cash needs until December 1996. With respect t:> the funding of

interest on the Trump Resorts Nc t< s in 1996 and 1997, Trump

Resorts will rely on Plaza as its sole sov.rce of ::unds through

1997, as illustrated in the folloving table,.

TRUMP H0TEi.$ & (Jl! INO RESO.RTfl, llvi'C.

CORPORATE PORECAliTBO JOlOS AND ORES OF ClSE (i) .

FOR T8S THREE OMS FW ING DECiJi31J ol, I'l9i Table VII

($ in MillionsT

Sources of Cash;

Net Offerings Proceeds (see Tab!.) I)

Renainlng Plaza Dedicated Funds

Net Restricted PaiTsents frora Plaua

Total Sources of Cash

Trwfip .Resorts Notes Interest Paynejits

Increase in Cash

Beginning Cash P.alance

Ending Cash Balance

jillJi., 1997

I ;!.5 i -
$

-

(a) Net of funds placc-d in escrow aid svijs !guent uses Thd last Torer and

West Tower ($122,7 fflillion), thii Gaiy ,'t-oject ($31.0 Ji.lJicn), anc the

interest reserve ($24.0 dllicnl. /.Isl, dose- lOt :.ni:hidsi Hlijinistrative

expenses of Tnisip Resorts.
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In conjunction with thij Of ifft f ingu i
Tcuiop I Bsor .8 expects to

retain approximately $2.5 ra;.’.licn in c.ijih. By the Lime the $12.0

million December 1996 interosit pa nnent in due, Trump Resorts

expects to have received in c.et Restr.-.cted Payments

from Plaza, as well as remaining from the

Plaza expansion dedicated ac:count Acccixlxngj.y ,
at December 31,

1996, Trump Resorts expects io ma .ntaiii a corporate cash balance

Similarly, n<st Restricted E'aymantis from Plaza

forecasted for 1997 are expected, to drcima-tically exceed the Trump

Resorts Notes interest payments, l.heret<y incxeasiag Trump

Resorts' corporate C6,sh balance at December 31,

1997 .

Analysis

Based on Plaza's, the Gary Project's, find Trump Resorts'

forecasts, it is dear that the financial si.abllity of Trump

Resorts is contingent upon obtaining funds I'rom Plaza to satisfy

Trump Resorts Notes interest paynents in lat:e-l!)96 and 1997. As

previously discussed, there are nc anticipated distributions to

Trump Resorts from the Gary Project, and baiiicd on its forecasted

cash balance at March 31. :i99(i. it appears that

the Gary Project will not be iS sciurce of oaiih. iuitil at least

mid-1998, if at all. Meanwhile, Trump .^eiscvts expects to obtain

in net Restric'ced .rsirments fr<;ic. ,f] aza, which is

expected to be the primary contributor ;o Tj-umy Resoxts'

forecasted cash balance of Dec«mber 31, 1997.

Eased on the foregoing, our a lalysi.s fC'CUiieu on Plaza's

ability to satisfy its own cash ne ids, as: u-cd l ss thts cash needs
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of Trvutip Resorts through 1997. It is important to note that our

analysis does not factor in any contingency if the Gary Project

requires additional funds from Trxjmp Resorts. If the Commission
I

imposes the modified upstreaming license condition on Plaza

(outlined in the Summary and Opinion) through the upcoming

license renewal period, which we recommend, any proposed

upstreaming payments for the benefit of Gary would require prior

Commission approval.

For 1995, Plaza forecasts a in GOP. While

this growth rate appears significant, there were factors that

depressed Plaza's results for 1994, including the inclement

weather experienced in the first quarter of 1994 and

unanticipated management turnover in the second quarter of 1994.

In fact, for the first four months of 1995, Plaza generated a

66.9% increase in GOP over the comparable prior period.

Therefore, Plaza would only need to generate a 3.1% increase in

GOP for the last eight months of 1995 in order to meet its GOP

forecast for all of 1995.

As illustrated in the chart on the following page, the

anticipated average annual GOP growth rate of nearly foj

1996 and 1997 exemplifies management's optimism that the East

Tower and West Tower projects will be successful.
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TR'JMP PIJiZA i>S! OCIATB

GROSS Ol'EilADNI PROFIT

FOR TKE EIGHT YE lUiS EKMI G DECF.HILR i l,. 19j>. Chart I

While we believe that Plaza's CKIP bentifit from the East

Tower and West Tower projectu ,
t!:.e magnitufo. of the improveraent

is uncertain in our opinion, due 1 1 par: to thi-i following

factors

:

Although Plaza's forecasts are predlca”ed on Plaza and
the West Tower being an "i itegrated facility" in most
operational aspects, Pla:sa and the Wost Tower (pending
Commission approval) \<ill naintaJ.n two separate licenses.
If the magnitude of 1ihe proposed oi^iiral; i onal integration
proposed by management doe si not ocitur, certain benefits
contained in Plaza's I'oroc ists iiciy r ot to achieved.

, Management assumes that l:ho add:.t;.ior.! oi 60,000 square
feet of gaming space (82.2 ) increiciue ) and approximately
850 hotel rooms (153.2%) in the E<iut. Tc:var a.nd West Tower
by March 1996 will rciSiull; ,n Plrizci r 3CF of i;72.0 million
for the most-recent t;viel\fe -montli pisriod <jnded March 31,
1995 growing to tor 3 997, or xiearlv
While the increase irT^Suiigspaco and rooBS would
effectively represent, the udditi.cn cf a new casino-hotel,
it Is unlikely that t.hte growth :.r. <JCP viould <ixceed the
increase in gaming sjia.ce.
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Fortunately, it ia clear b£i3c.d on Trump llesiorts ' forecasts

that Plaza does not need to achis^e it? fcirecasted cperating

results to satisfy its cash neec;^ and the debt =iervice

requirements on the Trump Resort;? Notes. Ai3 pr=!Viously

discussed, Trump Resorts expects to maintciin e.n

CQrporate cash balance at Decembisj 31j 19S / . r lus, there is

significant flexibility for Plaz.i to expeiiencs shortfalls in its

forecasted operating results without negati>/ely impacting Trump

Resorts' ability to fund its obi Lc atiors

.

In terms of financial flexibility, Plaira will be dependent

on Trump Resorts through March 3:i, 1996 tC' com,? 2 e'ze the East

Tower and West Tower projects, anc subaeqrectl become a cash

source for Trump Resorts by fundirg Restricted P'ai,ments

distinct time frames to consider vhen asseaning Plaza's ability

to absorb shortfalls from its forecasted opurar.^ncj results.

To evaluate the period throu<;h Marc.h 1II96, wei applied a

no-growth in GOP analysis ("No-Grcwth GO?") to unsure that Plaza

has the ability to complete the Hast Tower .imd Went Tower

projects without needing in excess of $1:2 2, i' m.s.:.li.on from Trump

Resorts. To evaluate the remainder of the rorucafit period, we

formulated a break-even GOP .analysis ( ” B;rBa:i;-E'?(m GOP"), which

determines the level of GOP :.>=ceEisary for P.laiza to fund its cash

needs, as well as achieve the to 1 Covi-iraife F;atio and fund

the $12.0 million semi-annual Triuiip Resorts Notes interest

payments in December 1996, June 1 997, a.id Diiceiiiliei' 1997. Our

analysis was based on the assumpt.i uns cunta.'in.ed ir. Plaza's
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forecasts, except that any leimai.n.ng P:,a, 2 ;ii expansion funds

stemming from our No-Growth GOP analypjia at I'^arch 31., 1996 are

assumed to be utilized to fvrd un:‘oret;tieri c.s-sh needsi of Trump

Resorts

.

For the most recent twelve-month perj.od ended March 31,

1995, Plaza generated GOP of $72. ( millicri. If we assume that

this level of GOP rem.ains constani thrcugh Marc a 1996, Plaza

would need capdlal cc^ntsd-buti cns f rom Trump

Resorts to complete the East Tov,e] and West Tcw-ir projects.

Although this level of capital cor tribut iciniii wo;ild be

higher than forecasted, Plaza would ntUl be able to

satisfy the anticipated construe':! on ccats w.itliL'Ui: exceeding the

$122.7 million in dedicated funds. We beliiive :hat a No-Growth

GOP analysis would be conservativt based cn Plana s recent growth

in GOP, which was approximately r>2.0% for t,:ie ;3 Lx-raonths ended

April 30, 1995.^ Additionally, Plaza shoulLl benefit from the

anticipated addition of 349 rooron in the Eaiit Towe.r opening

between October 1995 and March 1996, as well, an any gaming space

expansions that open through March 1996.

Assuming that the East Tower and West 'I'owur c.re completed as

forecasted by March 31, 1996, Plaza will .sh.il't to being a cash

generator for Trump Resorts. In order to iniet t.he. 1.75 to 1

Coverage Ratio and upstream funds, to Trnap Pssoj ts to satisfy

3 Even if we eliminate the of thei inclenenc weather
experienced in January (uid Ite^ruary LsUti, rlaza still
experienced a 29.0% inciroase In GO;? f.^r tlit; remaining four
months (November and Dec(‘m.ber 1991 turi Mauch and April
1995) .
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interest obligations on the Trxunp Resorts Notes, our Break-Even

GOP analysis indicates that Plaza must generate GOP of

approximately $86.0 million for 1996 and approximately $98.0

million for 1997, which translates into average annual growth of

17.0% from the No-Growth GOP level for 1995. The chart below

compares Plaza's historical and forecasted GOP to the No-Growth

GOP for 1995 and the Break-Even GOP for 1996 and 1997.

TRUMP PLAZA ASSOCIATES

GROSS OPERATING PROFIT ANALYSIS

FOR THE EIGHT YEARS ENDING DECEMBER 31, 1997 Chart II

1990 1991

ACTUAUFORECAST 46.2 44.3 60.3 72.0 A3.7

NO-GROWTH/BREAK-EVEN + - - - - •
1 1

If Plaza generates No-Growth GOP of $72.0 million for 1995

and Break-Even GOP of approximately $86.0 million and $98.0

million for 1996 and 1997, respectively. Plaza would be able to

complete the East Tower and West Tower projects, as well as

satisfy Trump Resorts Notes interest payments through 1997.

Since the 1996 and 1997 levels of GOP reflect average annual



growth of 17.0%, the East Tower and West Tower projects will be

required to improve Plaza's operating results to ensure the

continued financial stability of Trump Resorts through 1997.

Due to Trump Resorts only obtaining those funds necessary to

satisfy the Trump Resorts Notes interest payments, its cash

balance would remain at approximately through 1997,

compared to a forecasted cash balance of at

December 31, 1997.

Since the GOP levels for 1996 and 1997 are approximately

30.0% below that forecasted. Plaza appears to have flexibility to

absorb shortfalls from forecast through 1997 and remain in

compliance with the financial stability regulations contained in

N. J .A.C, 19 :43-4.2(b)l-5 through 1997. However, we recommend the

continuation of certain reporting conditions currently imposed on

Plaza in order to monitor Plaza's ability to generate the

necessary GOP improvements.

SUMMARY AND OPINION

Trump Resorts was created to provide funds to expand Plaza's

operations in Atlantic City, as well as to pursue gaming

opportunities in emerging jurisdictions. Through the

transactions consummated on June 12, 1995, Trump Resorts obtained

$140.0 million in proceeds from the Common Stock offering and

$155.0 million in proceeds from the Trump Resorts Notes. The

total proceeds of $295.0 million will be utilized to, among other

things, fxind the East Tower and West Tower projects in Atlantic

City, enter the riverboat gaming industry in Gary, Indiana, and

redeem the PIK Notes.
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Subsequent to the Offerings, Trump Resorts' primary cash

need will be annual interest obligations of $24.0 million on the

Trump Resorts Notes. Since the first two fierai-annual interest

payments will be escrowed, Trump Resorts will not experience

material cash needs until December 1996. With respect to the

funding of interest on the Trump Resorts Notes, Plaza is expected

to be Trump Resorts' sole source of funds. As previously

discussed, there are no anticipated distributions from the Gary

Project through March 1998, and based on its forecasted cash

balance of at March 31, 1998, it appears that the

Gary Project will not be a source of cash until at least

mid-1998, if at all.

With respect to Plaza's forecasts, while we believe that

Plaza will benefit from the East Tower and West Tower projects,

the magnitude of the improvement is uncertain in our opinion,

especially with regard to the forecasted GOP increase of

for 1996. Fortunately, it is clear that Plaza does not need to

achieve its forecasted operating results to satisfy its cash

needs and the debt service requirements on the Tramp Resorts

Notes through 1997. Plaza forecasts in

net Restricted Payments to Trump Resorts through 1997, and as a

result, Trump Resorts expects to maintain a:,

corporate cash balance at December 31, 1997. Thus, there is

significant flexibility for Plaza to experience shortfalls in its

forecasted operating results without negatively impacting Trump

Resorts' ability to fund its obligations.

Based on our analysis, if Plaza generates No-Growth GOP of

for 1995 and Break-Even GOP of approximately
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and for 19^6 and 1997, respectively, Plaza

would be able to fund the East Tower and West Tower projects, as

well as fund the necessary Restricted Payments to Trump Resorts.

Since the 19^6 and 1997 levels of GOP reflect average annual

growth eg the East Tower and West Tower projects will be

required to improve Plaza’s operating results to ensure the

continued financial stability of Trump Resorts through 1997,

However, the GOP levels for 1996 and 1997 are approximately^

below that forecasted, and thus. Plaza appears to have

flexibility to absorb shortfalls from forecast through 1997 and

remain in compliance with the financial stability regulations

contained in jL J rA-.C . 19 : 43-4 . 2 ( b ) 1-5 through 1997. m light of

the necessary GOP improvements, we recommend the continuation of

certain reporting conditions currently imposed on Plaza in order

to monitor Plaza's ability to generate the necessary GOP

improvements.

The preceding analysis was predicated on Trump Resorts

obtaining only those funds from Plaza necessary to fund its cash

needs. Of course. Plaza's forecasts indicate that all cash in

excess of $13.0 million will be upstreamed to Trump Resorts.

While this cash management philosophy would allow Trump Resorts

to fund Trump Resorts Notes interest obligations and provide

resources for Trump Resorts to expand its operations. Plaza will

become reliant on Trump Resorts to satisfy its major cash needs,

Including funds for its own semi-annual $18. n million bond

interest payments.

Currently, a license condition exists whereby Commission

approval is necessary for upatreeimlng payments ny Plaza, which
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would incorporate a majority of the anticipated Restricted

Payments. We recommend that the upstreaming condition be

reimposed. However, since our analysis indicates that Plaza

should be able to satisfy Trump Resorts Notes interest payments

in late-1996 and 1997, as well as reasonable administrative costs

of Trump Resorts, we recommend that Plaza have the ability to

fund theF.e obligations without obtaining prior Conimission

approval

.

In addition to the imposition of the modified upstreaming

condation and certain reporting conditions for Plaza, we

recommend the imposition of (1) reporting conditions regarding

the operating results and cash flows of the Gary Project and the

corporate cash f;ows of Trump Resorts, as well as (2) reporting

conditions regarding the status of construction activities for

the East Tower piaject, the West Tower project, and the Gary

Project. In thic regard, we will work with the Division and the

Commission's General Counsel's Office to ensure that the

recomraen led conditions are incorporated into the draft resolution

in advance of the hearings scheduled to commence on June 22,

1995.

Based on our analysis and subject to the preceding

conditions, in our opinion. Plaza and Trump Resorts meet the

financial stability and responsibility requirements of Section

84(a) of the Act necessary for the renewal of Plaza 'e plenary

casino license through 1997. We have not obtained forecasts from

Pleza subsequent to 1997, since, in our opinion, forecasts beyond

a two-year period tend to be unreliable. Therefore, we recommend
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that Plaza's casino license be renewed for a four^year period
subject to a financial staJjility review prior to 1998.

Sincerely,

Noreen N. lannuzzi -
Division of Financial

Director
Evaluation
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TRU'KP PLAZA ASSOCIATES APPENDIX I

OVNERSHtP STRUCTURE

100.051.

KCOKMOW*
STOCK

TfiUXP HOTELS L CASINO
RESORTS, INC.

("TRUMP RESORTS")

100. O'i

-CLASS M
STOCK

DONAI.D J. TRUMP

60. Ot

CENERAL
PARTNERSHIP
INTEREST 40.0!»

-LIMITED-

PARTNERSHIP
INTEREST

100, OM

TRUMP PLAZA

FUNDING, INC.

. — I-- ^

TRUMP HOTELS i CASINO

RESORTS FUNDING. INC. 100. 0X--

TRUMP HOTELS 6 CASINO
RESORTS HOLDINCS, L.P.

("TRUMP HOLDINGS") -100, OX-
TRUMP INDIANA, INC.

100. OX
, ,-l _

TRUMP PLAZA
HOLDING, INC.

l.OX
I

-99. ON

—

TRUMP PLAZA
HOLDING ASSOCIATBS
("PLAZA HOLDING")

l.OX 99. OX

****** *****<<4*t**********

* *

-* TRUMP PLAZA associates *-

* ("PLAZA") *

* *

**************************

* Casino Licensae


